NSRS AN AT TN T e T ol LT e e A LR T YNt I EN e Ta e e TRREY L L s i s eSetelr e - - - - R R )

PRELIMINARY SETTLEMENT AGREEMENT

THIS AGREEMENT is entered into this 23xd day of May, 1989,
between the Pyramid Lake Paiute Tribe of Indians ("Tribe") and
Sierra Pucific Power Company ("Sierra®”).

I. RECITALS

1. The cui-ul (Chasmlstes cujus) is officially classified as

an endangered species. It is the only puxe species remaining in
its genus, Chasmistes, and is found only in the Pyramid Lake/Lower
Truckee River acosystem in Nevada.

2. 'The Lahontan cutthroat trout {Salwo clarki henshawi) is

officially classified as a threatened species. It is found in the
Pyramid Lake/Truckee River ecosystem as well as other lakes,
streams and rivers in the Great Basin.
3. The Tribe is organized under Section 16 of the Act of
June 18, 1934 (25 U.S.C. §476) and governs the Pyramid Lake Iﬁdian
Reservntion_vhich includes Pyramid Lake and a large portion of the
Lower Truckee River.
4. The Tribe desires to increase flows in the Lower Truckee
River in the spring and early summer months to improve Spawning
Flows in the Lower Truckee River for. the endangered cui-ui and the
thrxeatened Zahontan cutthroat trout. -
5. Sierra serves water to the Cities of Runo ané Sparxks and
unincorporated portions of Washoe County and also provides elec- !
tricity to northern Nevada and portions of east central, California.
6. 1In addition to itq other power generatirng facilities,
Sierra owns and operates four run of the river hydroelectric

plants on the Truckee River above Reno. Sierrs owns and utilizes
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water rights for these hydroelectric plants utilizing water vhich
is released from or passed through Lake Tahoe and other Truckee
River Reservoirs.

7. ¢gierra owns and ntilizes substantial Trickee Rivexr water
rights to provide water for municipal, industrxial and domestic
(M&I) purposes within ité service arca. Sierra also participates
with the local governments of Reno, Sparks and Washoe County in an
acquieition program approved hy.the Public Service Commission of
Nevada to acguire agricultural water rights in the Truckee River
Basin and to change them to M&I purposes.

8. The Qater rights acquired, ou;ed and utilized by Sierxa
are sufficient to provide water fox M&I use within its service
area in most y;ars. Sierra needs additional storagye. however, to
insure an adeguate supply of water nndex prought -Conditions.

9. The parties hereto and others are involved in negotia-
tions and in supporting enactment of proposed congressional
settlement legislation which, if finalized and enacted, will
provide for:

(5) hliocation of the waters of the Lake Tahoe, Truckee
Rivex and Carson River Dasins)

{b) The purchase of water for the wetlands in the Lahontan
valley and possibly other wetlands;

{c}) 7The development and implementation of a mitigation and
enhancemeht program for the cui-ui and Lahontan cutthroat trout;

(d) A fund for the economic development of the Pyramid Lake

Indian Reservation; N
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{e) The resolution of existing litigation and the avoidance
of future litigation: and

{£) Authorization and agreement for the operation of the
Truckee River Reservoirs, including Lake Tahoe.

10. In order for the negotiations and propcsed settlement
legislation to progress, it is necessary for the parties hereto to
enter into this Preliminary Agreement concerning the utilization
of water rights and the operation of the Pruckee River Reservoirs
to provide greater Spawning Flows in the Lower Truckee River and
an adequate supply of water for Siexra's Sexrvice Area under
Drought Conditions.

IXI. DEFINITIONS

As used in this Preliminary Agreement:

1. *“Critical Drought Period" mears a hydrolagic pexiocd
during which the water supplies available from the Truckee River
are limited to the same or similar e#tent as the water supplies
available from the Truckee River under a repetition of hydrologic
conditions which existed from 1928 to 1935.

- 2. *"prought Conditions” means conditions under which
gSierra's Normal Water Supplies are not sufficient to satisfy
Sie?ra's normal water year demand.

3. "Drought Sitoation" means aiaituntion under vhich it
appears, based on the April 1 seasonol Truckec River runofil
forecast and assuming median precipitation after hpril 1, either
that there will not be sufficient unregulated natural runoff and
pooled water in storage in-the Trockee River Rescrvoirs to meet

the Floriston Rates through the following Octoker 31, or that the
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jevel .of Lake Tahoe, excluding all Firm MeX, Non-Firm M&J and
Pishexy Credit Water, will be below 6§223.5 feet Lake Tahoe Datum
on or before the following November 15.

4. “Emergency or Repair Conditions®™ means an unexpected
circumstance when the demands of Sierra's water customers cannot
be met Erom Sierra's Norma) Water Supplies or a scheduled alteration
ox repair which prevents the use of some or all of Sierra's Normal
Water Supplies to meet the demands of Siexra's water customers.

5. "pirm M&I Credit Water®” means the water that is stored in
Stampede Resexvoir and can be utilized under the terms and conditions
of this Agreement for the purpose of providing vater under Drought
Conditions or  Emergency or Repair Conditions for M&I puxposes
within Sierra's Service Area and which shall not spill ox be
subject tu evaporation losses unless it is the only remaining
water in Stampede Reservoir. .

6. T"Fishery Credit Water” means the water that can be stoxed
andé utilized upder the terms and conditions of this hgreement far
the benefit of the Pyramid Lake Fishery.

7. "“Floriston Rates®™ means the rate of flow of the Truckee
River at the head of the diversion penstock at Floriston, Califarnia
{but measured at the USGS Stream Gaging Station near Farad,
california) consisting of an average flow of 500 cubic feet of
water per second eacﬁ day during the period commencing March l_and.
ending September 30 of any year and an average flow of 400 cubic
feet of wvater per_;econd each day during the period commencing
October 1 and ending the last day of the ne;t following February

of any year.
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8. “Former Agricultural Water Right” neans a water right
from the Truckee River and its tributaries which Sierra now has ox

will acquire as described in Section 2 of Article IXIX of this

agreement and which was originally ectablished for agricultural
use and has been or will be acquixed or leased and traneferred to
or otherﬁise provided fox M&I use.

9. *"Lower Truckee River" méans the Truckee River below Derby
Dam.

10. “M$I™ means municipal, industrial and domestic.

11. "Non-Firm M&I Credit Water® means any water other than
Fixrm M&I Credit Water that can be stored in any Truckee River
Resexrvoir and utilized under the terms and conditions of this
Agreement underx brought Conditions or Emergency or Repair
Conditions for MeI purposes within Sierra’s Service Area.

12. "“orr Ditch Decree” means the Pinal Decree entered on
September 8, 1944, in the case of Unita@ States V. Orx Hatexr
Ditch Co., et ai.. Eguity No. n-ﬁ, in the United States District
Court for the District of Nevada.

131. “"Prosser Creek Fishery Water” means the water in Prosser
Creek Resexvoir that may ‘be committed by the United States for the
benefit of the Pyramid Lake Fishery and is not needed to carry out
the Tahoe-Prosser Exchange purswant to the Agreement of June 15,
1959.

14. "Pyramid Lake Fishery" means the two primary species

found in Pyramid Lake, the cul-ui (Chasmistes cujus) and.the

Lahontan cutthroat trout (Salmo clarki henshawi} .

-5~




T N ATAM T L

st TR RN T LM L oy T T S e R R Y T R ATUIR L RN R L -

15, “Remaining Waters of the Truckee River®™ means the waters
of the Pruckee River system other than the following: (i) the
waters of the Lake Tahoe Basin allocated to California and Nevada;
(ii) the waters of the Truckee River and its tributaries allocated
to California; and {iii} the waters of the Truckee River and its
tributaries allocated to Navada to which valid and perfected
rights attach under Neveda applicable law.

16. "Sierra's Normal Water Supplies™ means the water souxces
and supplies Sierra has and would have to meet the MiI needs of
its customers in the absence of this Agreement, including the water

sonrces and supplies described in Section 2 of Article IXIX of this

Agreement and any supplies obtained ox developed pursuvant to Section
3 of this Agreement, but excluding all of the water sources and
supplies deseribed in Section 21 of this Agreement and 7,500 acre
feet of water above the outlet facilities of Independence Lake.

17. “Siexra's Privately Owned Stored Watex" means the stored
watexr which Sierra now has or may hereafter acquire the right to
use in Donner Lake and Independence Lake.

18. °*Sierra's Service Area” means the xetail and wholesale
certificated boundaries as may be established from time to time by
the Public Service Commission of Nevada as the territory in which
Sierra is entitled to sell or to distribute water-

19. "Spawning Flows in the Lower Truckee River® means the

water which provides suitable conditions foxr fish passagc, maintaining

habitat, attracting, egg-taking, spawning and/or nursing of cui-ui

and/or Lahontan cutthroat trout in the Lower Truckee River.
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20. "Stampede Project Water" means the water that is cuxrently

captuored and impounded in Stampede Reservoir and is released to
support Spawning Flows in the Lower Truckee River.

21. “Truckee River Agreement" weans the Agreement dated July
1, 1935, which vas approved, adopted and'incorporated in the Ozr
Ditch Decree.

22. “Truckee River Gemeral Electric Co. Decree” means the
Final Decree entered on June 4, 1915 in the casc of United States

v. Truckee River General Electric Co., No. 14861, in the United

States District Court for the Northern Distxict of California
which was transfexxed Qn February 9, 1968 to the United States
District Court for the Eastern District of California and is now
designated No. S-643.

23. "pruckee River Reservoirs" means the storage provided by
the dam at the outlet of Lake Tahoe, Boca Reservéir. Prosser 'Creek
Reservoir and Stampede Reservoir.

- III. AGREEMENT

Section 1. Waiver of Single Purpose Hydroelectric Hater.

For purposes of this Agreement only, Sierra agrees to vaive its
rights to reguire releases or pass throughs of water from the
»yuckee Rivex Reservoirs solely for the geperation of hydro-
electric power pursuant to the Truckee Rivex Genersl Electric

Co. Decree and Claim Nos. 5. 6, 7, 8 and 9 of the Orx Ditch
Dacrea. Thae water to which Sierra's rights ure walved pursuant to

this Section shall become Fishexy Credit Water subject to the

limitatione set forth in S€ction 27 of Article III of this ARgreement

-~z



PR e Y - N SR TR SR RPN IR T E T S - PR i e ataa e RN P

and shall be held in storage im the Truckee River Reservoirs and
«released for the sole use and benefit of the Pyramid Lake Fishery.

Section 2. Water Rights Required for New Service Commitments.

Sierra agrees that it will not igsue new service coumitments
unless such commitments are accompanied by such water rights
provided directly to Sierra or'th:ough a municipal .entity as are
neccssary to meet the new water service requireéent. Sierra shall
require new service commitments which rely on surface water rights
to pzovidé water rights at the rate of not less than 1.72 acre

~ feet of water rights for every acre foot of commitment until such
time as Sierra has committed to the amount of watex needed to meet
a normal year demand of 80,000 acre feet within Slerra’s Sexvice
hrea. After the amount of water is provided to meet Sicrra's
normal year commitment of 80,000 acre feet and until such time as’
Sierra has committed to the amounts of water required to meet a
normal water year demand of 119,000 acre feet within Sierra's
Service Area, the water right§ provided to meet new service
commitments in reiiance upon surface water rights mey be reduced
to not less than 1 acre foot of water rights for evory acre foot
of new service commitment; provided, however, that if Sierra is
able to develop the water supply referred to in Section 3(b)

of Article 1II of this Agreement, thén the ratio of new secxvice

commitments in reliance on surface water rights shall be not less
than 1.11 acre feet of water rights for every acre foot of new
service commitment.

Section 3. Developmert of Additional M&I Water supplies.

Sierra agrees to use its hest efforts to implement the following
measures on a schedule to be agreed upon in theé operating agree-
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ment referred to in Section 29(f}) of Article III of this Agreement,

to the extent legally., technically and economically feasible, to
help meet the water supply demands of its customers as Slerra's
total normal year water demand increases to a maximum normal year
demand of 119,000 acre fIeet:

(a) Development of the capacity to pump 2,000 acra feet of
water annually from the Sparks pit source under Drought Conditions
or Bmerqenej or Repair Conditions;

{(b) The right to devglop an additional 3,000 acre feet
annually of groundwater from the Truckee Meadows groundwater basin
{over and above the currently approved 12,616 acre feet of ground~-
water available from the Truckee Meadows groundwatex basin): and

{c) Acquisition and utilization of the right of the Truckee-
carson Irrigation District to store and use water in Donner Lake.

‘The Tribe amd the United States waive any and all rights or

claims &+ they may have to object to Siexxa's implementation and use

of the water supply measures deseribed in this Section or Section

21 of Article XXI.’

$£--after~-this-Agreement-becomes-cffeetive;-the-Fribe-actively

oppoaes-the-émp&eﬁentatéon-and-usq—of—the-ﬂqpe!—adppiy-muaaurea

. descr&bed‘inveither-Eeebion7—5£¢:=q-re£nin:—bhe—right—to—bezménnte

the-provisions-of-ﬁect&en—iﬂof-this-hgzeemgnt-nnarte-fu}&r—cxcrci:c
hhe-wat:r—righea-refezred—ho-in-ehnewscctionr--Br;or—te-enercsaing
it:-:ight*té-terminuter—sée::n—vii}—qive4tﬁe-wrihe—sixty-f&e}—Auys
prior-w!itteh—noetce-to-wihhdzaw-nuch-uppoaibien-und—ho-rcmeve-any
meedinents—to—impienentnhibn—eanseﬂ—hy—saehreppoaitions—fif-ehe
frihe-Eaiia-to—sa—vithdxav—ibs—opposition—and-ko—rcnove—impcd&
menbe-caused—by—its-oppesftien7-thEH-S£ezze—ahni};have-the
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immedinte-zight—te—tezminate-ﬁection—i-05nehis—hg!eemenb—and—fuiiy
exercise-the-vighta-waived-En-geckion-i-of-thia-Agreement.

The measures described in Sections 3(a) and 3(c) of Article
III shall nmot be included in, and shall be in addition to, the

water rights Sierra obtains to meet new service commitments

_pursmant to Section 2 of Article III of this Agreement.

Section 4. Storage of Pirm and Non—Firm M&I Credit Water

in Truckee River Reservoirs. Sierra shall have fhe right to
establish Firm and Won-Firm M&I Credit Water by utilizing the
pruckee River Reservoirs to store or retain its Privately Owned
Stored Water and the consumptive use portion of Former Agricul-
tural Water Rights.whlch are not ntilized to supply the demands of
its customers in any given year for later use under -Dxought
Conditions or Emergency oxr Repair Conditions for M&I purposes.
Such water may be ascumalated in those Reservoirs or may be
transferred between those Reséfvoirs through acre foot for acre
foot exchanges. Sierra agrees to use tﬁc full extent of the
consumptive use portion of its Formex Agricultural Water Righﬁs

which are not utilized to supply the demands of its customers in

. any given year to establish Firm or Non-Firm M&X Credit Water

pursuant to the terms and conditions of this Agreemant.

Scction S. Use of Firm and Non4éixy M&I Credit Water.
Sierra may use Firm MeI Credit Water and Non-Firm MeI Credit wWater
to supply the demands of its customers undex Drought Conditions to
meet its normal water year demand, up to a maximum of 119,000 acxe
feet, less the sum of the dquantities of water actually conserved

through the implementation of the measures required by Section

-]10-
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29 ({e) of Article III of this Agreement and the additional water supplies

described in Section 3 of Article III of this Agreement and implemented

in accordance with the operating agreement described in Section 29 (f)

of Article III of this Agreement., S5iaerra also may use Firm M&I

Ccredit Water and Non-Firm M&I Credit Water to meet the dexands of

its customers under Emergency or Repair Conditions.

Section 6. Calculation of Base Amounts of Fixn and Ron-Fira

MsI Credit Water. The base amount of Fixm H&I Credit Water Sierra

may store pursuant to Section 4 of Article IIT of this Agreewent shall

vary from 2,000 acre feét to 12,000 acre feat in relation to the amount
of water needed te sarisfy the normal water demand of Biexxa‘s
customers as shown on Exhibit "A". The base amouwnt of Non~Fixm

M&I Credit Water Sierra may store pursuant to Section 4 of

Article IIT of this Agreement shall vary from 4,000 acre feet to
20,000 acre feet in relation to the amount of water needed to
satisfy the normal water year demand of Sierra's customexs ds shown
on Exhibit "B" and as the amount of water depleted from the Trxuckee
River, its tributaries and groundwater basins within California
increases as shown on Exhibit "C®". The amount of Non—Firm M&I
Credit Water shown on Exhibit “B" shall be multiplied by the
percentage factor shown on Exhibit “Cc" for the amount of water

being depleted in a noxmal year from the Truckece River, its
tributaries and groundwater basins within California at the time

the calculation is made.. The product so obtained shall be the

base amount of Non—Firm MsI Credit Water which Sicxra may stoxe
pursuant to Section 4 of Article IXI of this Agreement; provided,
however, that the base amount of Non—Firm M¢l Crcdit Water which
Sierra may store shall not be less than 4,000 acre feet. Sierra may

-11~
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commence storing Firm and Non-Fixrm M&I Credit Water pursuant to
the provisions of this Agfeement when this Agreement becomes
effective.

Section 7. Status of M&X Credit Water. All of Sierra's M&I
Credit Water stored in Stampede Reservoir at any given iime ap to
the base amount of Firm M&X Credit Water determined in accordance

with Section & of Article IIT of this Agreement shall be considered

Pizm M&I Credit Water and shall have all of the attributes of Firm
MsT Credit Water. All of Sierra's remaining MaIX Credit Waﬁer
stored in Stampede Reservoir and all of its M&I Credit Watex in
other Truckee River Reservoirs shall be considered Non-Firm M&l
Credit Water.

Seotion 8. Annual Adjustment of ME&YX Credit Water. The

amounts of Firm and Non-Firm M&l Credit Water in storage in the
Txuckea Rivexr Resarvoirs shall be adjusted once annuxlly not later
than April 15 of each yeaxr based upon whethexr or not a Drought
sitrstion exists utilizing the April 1 seasonal runoff forecast.
Following that annual adjustment, during the ensuing 12 months and
whether or riot a Drought Situation exiets, Sierra shall have the
right to utilize the available space in the Truckee River Réser—
voirs to store its Privately Owned Stored Water and the con-
sumptive use portion of Former Agricultural Water Rights which are
not needed to supply the demands of 1ts customers to establish
additional amounts of M&I Credit Storage in excess of the base
amounts of Pirm and Non-Pirm MsI Credit Water sct forth in Section

6 of Article III of this Adreement.

~]2-
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Section 9. Exchanges to Permit Firm M&I Credit Water to

be Stored in Stampede Reservoir and to Avoid Unnecegsary Spill

or Displacement. The Tribe, the Pnited States and Sierxa agree

to enter~into make such exchangas and to agree—~tes take other
measuxes to permit Pirm M&I Credit Water to be stored in Stampede
Reservoir np to the base amount determined in accordance with

Section 6 of Article III and to insure, to the maximum extent possible,

that Pirm M&I Credit Water, Non—Firm M&I Credit Water, Fishery
Credit Water and Stampede Project Water will be ‘available at the
appropriate tivpes abhd will not be displaced or caused to spill.

Section 10. Storage Priorities - Ron-Drought Situatdon.

Wwhenever, baced upon the April 1 seasonal runofr forecast, a

Drought Situation does not exist, the Trike and the United States

agree as follows: (a) that Sierxa shall bave the first right to ’
store Pirm M&I Credit Water in Stampede Reservoir from the following
July 1 through Decembex 31 up to the base amount determined in

accordance with Section 6 of Article ITI of this hAgreement; (b)

that Sierra may displace Fishery Credit Water iIn Stampede Reservoir
and nzy displace Stampede Project Water from July 1 through the following
December 31 of ehch year to the extent necessary to achieve

and not excead the that base amount of Firm M&i Credit Water in

storage; and (c¢) that Sierra may accumnlate additiconal Non-Firm
MeI Credit Water in Truckee River Resez§oir5 othar then Stampede
Reservolr to the extent Sierxa's total Flrm M&l Credit Water is
less than the base amount of FPixm M&I Credit Weter determined

pursuant to Section 6 of Article ITI. Such additional Non-Firm

M&I Credit Water may displace Fishery Credit Wutur from July 1
through the followfng December 31, shall spill or bhe reduced for.

13-
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precautionafy drawdowns after Fishery Credit Water and shall share
the net evaporation losses propoxrtionately with any other water in
all such reservoirs except Lake Tahoe. '

Section 11. Convexsion of M&I Credit Water to Fishery Cregdit

Water - Non-nroﬁght sltuation. Whenever, based upon the April 1

ceaconal runoff forecast, a Drouvght Situation does not exist, the
amount of Non-Pixm M&I Credit Water established in accordance with

Sectlon 8 of:Article III of this Agreement in excess of the base

amount determined in accordance with sSection 6 of Article III of this
Agreement Qhall become Pishery Crédit Water. Sierra shall bave the
right to determine and identify the location of the excess Non-Firm
Mal Credit Water stored in the Truckee River Reservoirs which shall

become Fishery Credit Water.

Section 12. Credit Btorage Rules — Non~Drought Situation.
Whenever, based npon the April 1 seasonal runoff forecast, a
Drougﬁt situation does not exiat, then for the ensuing 12 months,
the following rules shall apply: ‘- {a)} the Plishery Credit waterxr
and Non-Firm MgI Credit Water shall shaxe the net evaporation
losses proportionately with any other watex in Txzuckee River
Reservoirs other than Lake Tahoe; (b) Non-Pirm MsI Credit Water
shall be the first water to spill from Stampedc Reservoir; and (c)

except as provided in Section 10 of Axticle XII of this Jsgreement,

Non-Firm HMsl Credit Water and Fishery Credit Water shall spilli orxr
be reduced for precautiomaxy drawdowns proportionately from all
other Truckee River Reservolrs.

Section 13. Displacenlent of Fishery Credit watex and

Stampede Project Water — Dxought Situmation. Whenever, bazed upon

-14~
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the April 1 seasonal runoff forecast, a Drought Situation exists,

the Tribe and the United States agree as follows: (a) to allow

Sierra to displace Fishery Credit Water in Stampede Reservoir ox
Stampede Project Water from April 15 to July l to the extent

necessary to enable Sierra to store up to 6,000 acre feet of the
consumptive use portion of Former Agricultural Water Rights: (b)

to allow Siexra to diépluce Pishery Credit Water in Stampede

Resexvolr or Stampede Project Watex from July 1 to the following

April 1 to the extent necessary to enable Sierra to store the base
amounts of Pirm and Non~Firm MeI Credit Water determined in

accordance with Section & Of Articlg IXI of this Agreement, except .
that for this purpose only the base amount o% Hon-Fixm M&I Credit Water
shall not be adjusted by the Exhibit "C” pcrcenﬁnge reduction based upon
the amount of water dapleted from the Truckee River and its

tributaries and gxoundﬁater basins in California; and {c} to allow
Siexra to displace Fishery Credit Water in Truckee River Reservoirs
other than Stampede Reservoir to the extent necessary to enable

Sierra to increase the amounts of Firm and Non-Firm MS8I Credit

Weter to the maximum extent possible without regard to the limitations

of Section § of Artiele III of this Agreement.

Section l4. Carxryover of Pirm and Non-Firm HM{I Credit

Storage =- Drought Situation. Whenever, based upon the April 1

seasonal runoff forecast, a Drought Situation cxists, Sierra shall
have the right to retain and carry over until the following year
all of its Firm MsY Credit Water up to the base amount determined

in accordance with Section 6 of Axticle III and all of its

Non-Firm M&I Credit Water including the excess Non-Firm M&l Credit

-15~

Y T

R IR RS, Wy s AR YA, P 7 S raPrel,



AL Pl A TS TN fcnmy —vie o' e eBhAY e v tiN e e ARREDATTTEIN an S 0 BT - -

Water established in accordance with Sections B aﬁd 13 of Article
III of this Agreement. All such excess Non-Firm #&I Credit Water

may be retained and carried over and may continue to be increased

pursuant to Sections 8 and 13 of Article IIl of this Agreement

.. — I AR
.

until, based upon a subseguent Apxil 1 seasonal runoff forecast, a

Drought Situation no longer exists.
Saection 15. Credit Storage Rules - Drought Situation.
Whenever, based upon the April 1 seasonal runoff forecast, a

prought Situvation exists, for the ensuing 12 months thée Fishery

Credit Water in all Truckee River Reservoirs in which it is stored

shall be the first watex to spill or be reduded for precautionary

drawdowns. Non-Firm M&I Credit Water and Eishery Credit Water
éhall share the net evaporation losses proportionately from all
Truckee River Resexrvoirs in which they are stored except Lake
Tahoe.

Section 16, Use of Sierra's Privately Owned Stored Water.

Sierra's Privately Owned Stored Water may be used to supply the
demands of its customers in normal water years. undex Drought
Conditions and undex Emexgency or Repaix Conéitions. Sierra

agrees Lo use all available Doanex Lake water and all but 7,500

acre foet of its water above the outlet Facilities of Independence

Lake before'using any Firm M&I oxr Non-Firm H&I Credit Water or the

remaining 7,500 acxe feet in Independence Lake to meet the needs

of its customers under Drought Conditions or Emergency ox Repairx

Conditions. Except as provided in Sactjon 22 of Article JII of

this Agraeement, all of Sierra's Privately Owned Stored Water that is

not carried over or used to meet the demands of its customers in

normal water years, under Drought Conditions or under Emergency

-16—
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or Repair Conditions shall be used if legally and physically
possible to establish Firm or Non-Firm M&I Credit Water pursuant
to the terms and conditions of this Agreement.

Section 17. Sierra to Control Privately Owned Stored HWater.

The quantities of Firm and Non-Firm M&I Credit Water stored, held
and used pursuant to this Agreement ghall not inciude, and shall

be in addition-to, the quantities of Sierxa's Privately Owned
Stored Water in Donner Lake and Independence Lake at any given
time.: 8ierra retaims the scle right to control and manage Sierra's
Privately Owned Stored Water in Donner Lake and Indcpendence iake
subject to all applicable laws, conditions and regulations.

Section 18. Exchanges of Fishery Credit Water and Prosser

Creek Fishery Water to Epable Storage of M&l Credit Water in
Stampede Resérvoir. The Tribe and the Uniged States agree to permit
allow exchanges of its Eggég righte to store end use Fishery Credit
Water and Prosser Creak Pishery Water for Sierra's rights to store
and use Non-Firm M&I Credit Water so as to enable Sierra to store
the maximum amount of its Plrm M&I Credit Water and Non-Firm M&I1
Credit Water in Stampede Reservoir. When :eléases of Stampede

_Project Water would otherwise be made, the Tribec and the United

- Gtates agree to allow exchanges to enable Sierru to create Firm or
Non-Firm M&I Credit Water in Stampede Reservoir.

Section 19. Additional Voluntary Exchanges of Credit Water.

The Tribe, the United States and Sierra may agree to additional
voluntary exchanges involving their respective rights and their

FPishery, Firm MsI and Non-Firm M&I Credit Water as they may deem

desirable and in fuortherance of the objectives uf this Agreement.
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Section 20. Use of Fishery Credit Water. Subject to the

provisions of Section 22 of Article IIX, all of the Fishery

Credlit Water established pursuant to this Agreement shall be
stoxed in Truckee River Reservoirs and shall be utilized to
provide Spawning Flows in the Lowexr Truckee River.'

Section 21. Additional Water - Worse Than Critical Drought

Period. Mo meet the demands of its customers in the event of
water supply conditions.which are worse than those experienced
during the Critical Drought Period, after exhausting Sierra's
Normal Water éuppliea. the 7,500 acre feet of watex above the
outlet facilities of Independence Lake to the extent permissible
undexr then applicable law, and all Firm and Non-Fixm M&1 Credit
Water, Sierra shall have the right to obtain sufficient water to
meet its narnni year water demand, up to a maximum of 119,000 acre
feet, less the sum of the guantities of water conserved through

the implementation of Section 29{e) of Article IIX of this Agreement

and the additional water supplies descxibed in Section 3 of this
Agreement, from the following sources in the following order:

(a) Pump up to 5,000 acre feet of watex from below the
outlet works of Independence Lake to the extent permitted after
making all necessary applications for such use; provided that if
.such water is hot qade available at the time rcquired to satisfy
the dgmands of Sierra‘'s customers, sié}ra may utilize the‘wate:

supplies availahle in Section 21(b) of Article IT11 of this Agreement

to the extent reguired;
{b) Otilize as necesdary a maximum of 7,500 acre feet of

Fishery Credit Wzter in Stampede Reservoir; and
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(e} Pump water from Lake Tahoe in accordance with, and to
the extent permissible under, then applicable law.

Section 22. Establishment of Fishery Credit Water for Worse

Than Critical Drought Period. As soon as practicable after this

Agreement becomes effeotive, the Tribe and the United States to

agree to take all measures necessary to provide and hold in
Stampede Resexvoir the 7,500 acre feet of Pishery Credit Water
referred to in Section 21(b) of Article IXX of this hAgreement
subject to the same terms and conditions as Pixm M&I Credit Water
‘utilizing the first Pishery Credit Water obtained pursuant to
Section 11 of Article IIX of this Agreement. Once the 7,500 acre
feet is in storage, 1t shall not bc used for the benefit of the
Pyramid Lake Fishery., and spill and evaporation losses and minimum
instream flow regquirements shall not be charged against it unless
it is the only water in Stampede Reservoir. Sierra mmy, at its
option, £ill the 7,500 acre feet provided in Section 21(b)

of Article III directly from Sierra's Privately Owned Stored .
Water. Any of the water referred to in Section 21(b) of Article
IXI that is used by Sierra shall be replaced by the Tribe and the
Onited States as soon as practicable.

Section 23. Credit.Water To Have Attributes of Privately

owned Stored Water. ALl Fishery Credit Water and Firm and Non-Firm

M&1 Credit Water stored pursuant to. this Agreement shall have all’
the attrxibutes of privately owned stored water under the Truckee
River Agreement.

section 24. Development of Additional MEI wWater Supplies

Above 119,000 Acre Feat of Demand. Sierra may obtain additional

supplies of water to meet the demands of its customcrs above

119,000 acre feet per year, eitherx after normal demand xeaches

~-19-
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119,000 acre feet oxr prior thereto, through: (1) the acquisition
of water rights in addition to those provided under Sections 2 and

3 of Article II1 of this Agreement; (i1} the utilization of water

from hydrologic basins outside the Truckee River Basin; (iii) the
development of Truckee River groundwater basins in Nevada beyond

the 15,616 acre foot supply referenced in Section 3 of Article IIIX

of this Rgreement to the extent that Sierra has added custonmexs
through expansion of the boundaries of its Service Area and

acquired a water supply adeduate to meet Ffull. demands of the new

Service Area both in normal water years and during Drought Conditions;

and (iv) the implementation of othexr measures. Any supplies
developed pursuant to this Section shall not advarsely affect the

rights secured to the Tribe ox the United States under this

Agreement, any right of the Tribe or the United States to the
Remaining Waters of the Truckee Rivex, un} rights secured te the

Tribe ox tha United States under the gettlement legislation which

may be enacted by the Congress, or any other rights that the

United States or the Tribe may claim. Such supplies must also

comply with such state, local and federal permits and approvals as
m;y be required under the then existing and applicable laws, rules
and }egula-tions. Ptovi&ed, however, that tpe water supplies made
available to Sierra pursuant to other Sections of this Agreement
may only be used to the extent provided in Sections 5, 16 and 21

of Article III of this Agreement.

Sectlon 25. Use of Water Outside Truckee Rivex Basin.
Sierra may utilize .outside ‘of the Truckee River Basin any of its

existing Truckee River water rights or any such rights that it may

_20_
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acquire in the future. For any use of watex outside the Truckee
River Basin, except the approximately 3,000 acxe feet of water
committed to the Stead, Silver Lake and éolden Valley areas prior
to the date of this Agreement, additional water rights shall be
acquired in order to lnsure that return flows to the Truckee River

are no less than they would have been if the water had been used

in the Truckee River Basin.

section 26. Additional Measures to Carrcy Out Agreement.
Sierra, the Unitad States and the Tribe agree to do those things

as may be xeasonably neceasary to carxy out the terms and conditions
of this Agxeement.

Seection 27. Protection of Existing Perfected Rights Bnaffectad

Nothiag in this Agreement shall be construed to:

{a}) Affect Conflict with any recognized and perfected right of
any other person or entity to usc the waters of the Truckee River or
its tributaries including, but not limited to, the rights of landowners
vithin the Newlands Project foxr delivery of the waters of the
Truckee Rivex to Dexby Dam and for diversion of such waters at
Derby Dam pursuwant to the Orr Ditch Decxee or any applicable
regutationa law;

{b) Affect the right of Sierra to acquirc¢ and use for MEIX
puiposes in accoxdance with this Agreement any recoghized and
perfected rights to waters of the Truckee River ur its tributaries
held bﬁ any person or entity:

(c) Affect Sierra's right to generate powecr at its hydro-

electric plants on the Truckee River with any woter rights it has

-2]~
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or may acquire other than the rights to requircre raleases of water
from the Truckee River Reservoirs solely for hydroelectric power
genexation which are waived pnrsuant to Section 1 of Article IIY
of this Agreement;

- {d) Affect the guantity of water that is retained or carried
over in storage in, or released from, the Truckee River Regervoirxs
pursuant to the Dxr Ditch Decree Qnd the Truckee River Agreement
to satisfy the non-hydroelectric water rights recognized in the
orr Ditch Decree except for the consumptive use portion of Former
Agricultubal Water Rights which may be gtored pursuant to the
provisions of this Agreement;

(e) Affect the operation of amy Truckee River Reservolrs to
satisfy any applicable dam safety or flood control requirements;

{f) Affect the implementation of the Tahoc~Prosser Exchange
Agreement .of June 15, 1959;

(g) Result in an abandonment ox forfeiture o£ the water
rights of any party hereto; or

{h) Evidence any intention of any party hereto abandon or
forfeit any water rights.

Section 28. Nater Mastexr May Require Releascs of Credit

Water to Protect Eéi;ting Perfected Rights. Ifs-far-any-reason,

impigmeneation-of—this—hgreemenh—tesuits—in-icsa«wotct-heing_
avaéiabie—fez—8§veza&on—ee-nny—ewne!s-qé-recognizcd-nnd-perfected'
?rnckee—éiver—vate:—r&ghhs-than—the—ameunt—te—whieh-they-aze
cntttted7-or—in—icaa—?zuckee—niver-vuhcr—be&ng—avaiiable—aé-serby
Bam—ier-éiversien-to-ehe-Newianda-Rec&umution-Projectfthun—thc

umount-of—?:nckee-River—waeer—which-ehe-innaaﬁncrs—uithin-the

_22_
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Hevianda-Broject-ars—entitied-to-divert-puranank-to-the-0rr-Bitch
Peeree~pr-any-appiieabie-reguiaticnar—the-Water-Haster—-pursuant-te
the-pdminiytrative-provisions—of-the-grr-pitch-beeree~shali-have
the-anthority-te—muke-up—the-!u}i—amoung-o!—any-such-def&cit-by
requiring-subscquent-relenses-of—the-water-stored-in-the-Rruckes
River—Rescrvoirs—pursunnt-te-hhi:-hgreenﬁnﬁ—utéiizéng—the-wates~o£
the-party-benefitting-from—the-deficie.

Nbthing in this Agreement is inteﬁded to affect the power of

the Orr Ditch Court and the Water Master undex the admipistrative

provisions of the Orr Ditch Decree to ensure that the ownere of the

recognized and perfected Truckee River water rights recéive the

anount of water to which they are entitled under the Orr Ditch

Decree. To the extent that implementation of this Agreement

results in owners not recéivinq the amount of water to which

they are entitled under the Orr Ditch Decree. the United States., the

Pribe and Sierra Pacific agree that the owners' water will be

made up through releases of water stored in Truckee River
Reservoirs pursuant to this ngraement.ugiliz;ng_jhe water of

' the party or parties benefitting from the improper storage.

Section 29: Conditions for Agreéement to be_Effective and

Operative. The provisions af this Agreement shall not take effect
and this Agreement shall not be operative unless ‘and.until each of
the following has oceurred:

(a) The Congress of the United States has enacted, and the
President of the Uniied States has cigned, Pyramid Xake and
Truckee River settlement ldgislation vhose terms and provisicns

are satisfactory to the Tribe and Sierra;
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(b) The Legislature of Nevada has epacted, and the Governor -
of Nevada has signed, legislation which repeals or substantially
modifies N.R.S. 704.230 to permit installation of water meters on
all old and new residences within Siexra's Service Area, exclnding
existing unmetered apartﬁants and condominium uwnits or complexes‘
which have all outdoor irrigation uée metered, and to permit water
rates based on the amount of water delivered to each customer;

(¢) A plan for fimancing and installing water meters
in Sierra's Service Area has received required goveramental
approvale and there are no foreseeable obstacles to its
implementation;

(@) Sierxa has proposed, and the Nevada Public Serv;ce
Commission has approved, an anerted biock water rate structure
which provides financial incentives for the conservation of water
by Siexra's residential customers;

(e) &ll required governmental appravals have been obtained
for a mandatory water conservation plan designed to produce annual
water savings of 10 percent oxr more during the ensuing year
whenever it appears, based on the april 1 gseasonal Truckee River
runoff forecast, that a Drought Situation exists;

()} An operating agreement has been executed at least by the
United States, the Tribe apd-sierra whose provisions include: (i)
all of the necessary details required for the administration and
implementation of this Agreement; and (ii) the comsequences in the
event that any provisions of this Agreement cannot be fulfilled
for reasons that are beyond the control of the parties hereto such

as, by way of exampla, final ountcomes of aGministrative proceedings

~24
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or litigation involving other parties which are not consistent
with the terms or conditions of this Agreement;

(g) The United States becomes a party to this Agreement and
accepts, approves and becomes bound by all of its terms and
conditions to the same extent as the Tribe;

(h) All contracts and governmental approvals required to
carxy out the terms and provisions of this Agreement and the
operating agreement, including, without linitation, contracta for
the use of space in Truckee River Reservoirs for purposes of
storing and exchanging water as provided ip this Agreament have
been exccuteds:

{}) This Agreement and the opexating agreement referred to
in subsection (f) above have been ratifded, confirmed and approved

by the Court in United States V. Oxrr Water Ditch Co., Equity WNo.

A-3, (D.Nev.)[ and by the Court in United States V. Truckee River

General Electric Company, Civil No. 14861 (now 5-643) {E.D. Cal.).,

and have been incorporated into and made a part of the final
judgments in those cases and available appeale from and reviews of
such actions by thoae Courts have been exhausted;

{j) Siexra and the United. states have reached agresment on:
(i} the compensation Sierra shall pay to the United States for the
right to use the storage capacity in the Truckee River Reservoirs;
{ii) arrangements to compensate Sierra for the rednction in the
amount of hydroelectric power generated at its four runm of the
river hydroelectric plants on the Truckee River above Renc which
will result from the implesmentation of this Agreement; and (iii)

indempnification with respect to water damage resulting from the

-25-
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operation of the dam and controlling works at the outlet of Lake
Tahoe; and

(x) All pending litigation or the portions of pending litiga-
tion involving the Tribe, Sierra and the United States have been
resolved to their mutual satisfaction.

At an appropriate time, the Txibe the United States and

Siexra agree to execute a written Socument which shall elither
confirm or deny that the conditions set forth in this Section have
been satisfied.

Section 30. Notices. All notices and othexr communications
reguired or permitted‘to be given by this Agreement must be in
writing and will be deemed given op the day when delivered in
person or en the third busipess day aftexr the day on which mailed
from within the United States of Americ¢a by cértified or registered
mail, return receipt requested, postage prepaid, addreesed as
follows:

If to the Tribe: Pyramid Lake Paiute Tribal

Chairman

P,0. Box 256
Nixoén, Nevada 89424

If to Sierra: Philip G. Seges
Senior Vice President
Sierra Pacific Power Company
P.0. Box 10100
Reno, Nevada 89520

1€ to United States ' Lahontan .Basin Project Manager
. P.0. Dox.640

705 North Plaza

Carson City, Nevaca 89702
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or to such other place as either party may from time to time
designate in a written notice to the other.

Section 31. Captions For Convenience Only. The captioms of
the Sections of this Agreement are for convanlence only and shall
not ‘in any way affect the construction of the terms and conditions
of this Agyreement.

Section 32. Entire -Agreement. This Agreement contains the

entire agreement between the parties hereto and there are no
promises, agxeements, conditions, undertakings, warranties, or
representations, oral or written, express or implied, between them
other than as herein set forth. #o change or modification of this
Agreement or of any of the provisions hereof shall be valid or
effective unless the same is in wxiting and signed by the parties
hereto., No alleged pr contended waiver of any ;f the provisions
of this Agreement shall be valid or effec£i§e unless signed in
writing by the party againhst whom it is sought to be enforced.

IN WITNESS WHEREOF, the parties have executed this Preliminary

Agreement as of the day and year first above written.

PYRAMID LAKE PAIUTE TRIBE OF WESTPAC UTILITIES, a division of
INDIANS Sierra pacific Power Company
By By
JOSEPH H. ELY PHILIP G. SEGES
Tribal Chairman - Seniox Vice Pregident

URITED STATES OF AMERICA

By

on _behalf of the Secretarxy
of the Interior
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